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NOTICE OF EX PARTE PRESENTATION

Magalic Roman Salas, Esq.

Secretary

Federal Communications Commission
The Portals

445 Twelfth Street, S.W.

Washington, D.C. 20554

Re: In the Matter of Applications for Transfer of Control to SBC Communications Inc. of
Licenses and Authorizations Held by Ameritech Corporation , CC Docket No. 98-141

Dear Ms. Salas:

Please be advised that on Thursday, August 26, 1999, Martin Grambow and Paul Mancini of SBC
Communications Inc., and James Smith of Ameritech-Ohio, had an oral ex parte communication
with Robert C. Atkinson, Thomas G, Krattenmaker, Michelle Carey, John Stanley, and Anthony
Dale of the Common Carrier Bureau, in connection with the above-referenced matter. The
purpose of our discussion was to address public comments and the staff’s questions conceming
SBC/Ameritech’s proposed merger conditions and staff’s questions regarding issues raised in ex
parte presentations by other parties. The attached document of proposed conditions was provided
to and discussed with the staff in connection with these discussions,

In addition, Martin Grambow of SBC Communication Inc., had an oral ex parte communication
with John Stanley of the Common Carrier Bureau to discuss the performance measurement plan,

In accordance with the Commissions rules concerning ex parte presentations, one copy of this
notice is provided. Should you have any questions concerning this matter, please do not hesitate
to contact me.

Respectfully submitted,

) ST,

PAUL K. MANCINI
General Attorney and
Assistant General Counsel

Attachments

cc: Mr. Atkinson
Mr. Krattenmaker
Ms. Carey
Mr. Stanley
Mr. Dale
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APPENDIX A
PROPOSED CONDITIONS TO FCC ORDER APPROVING
SBC/AMERITECH MERGER

As a condition of exercising the grant authorized herein, SBC and Ameritech shall
comply with the following enumerated Conditions. Unless otherwise specified herein, the
Conditions described herein shall become effective 10 business days after the Merger Closing
Date. The Conditions described herein shall be null and void if SBC and Ameritech do not
merge and there is no Merger Closing Date.

Nothing in these Conditions is intended to restrict, supercede, or otherwise alter State or
local jurisdiction under the Communications Act of 1934, as amended, or over the matters
addressed in these Conditions, or to limit State authority to adopt rules, regulations, performance
monitoring programs, or other policies that are not inconsistent with these Conditions. Nor do
the Conditions reflect or constitute any determination or standard regarding SBC/Ameritech’s
compliance or non-compliance with 47 U.S.C. §§ 251, 252, 271, or 272.

For the purposes of these Conditions, the term “Merger Closing Date” means the day on
which, pursuant to their Merger Agreement, SBC and Ameritech cause a Certificate of Merger to
be executed, acknowledged, and filed with the Secretary of State of Delaware as provided in
Section 251 of the Delaware General Corporation Law, as amended. The term “prior to the
Merger Closing Date” means prior to the time that SBC and Ameritech cause a Certificate of
Merger to be executed, acknowledged, and filed with the Secretary of State of Delaware as
provided in Section 251 of the Delaware General Corporation Law, as amended.

For purposes of these Conditions, the term “SBC/Ameritech” shall mean I[llinois Bell
Telephone Company, Indiana Bell Telephone Company, Incorporated, Michigan Bell Telephone
Company, Nevada Bell, The Ohio Bell Telephone Company, Pacific Bell, The Southern New
England Telephone Company (“SNET"), Southwestern Bell Telephone Company (“SWBT"”),
and Wisconsin Bell, Inc.; any successor or assign of such company that provides wireline
telephone exchange service; and Ameritech Corporation, SBC Communications Inc., and any
successor of either company.

For purposes of these conditions, the term “SBC/Ameritech Service Area” shall mean the
combined service areas of Illinois Bell Telephone Company, Indiana Bell Telephone Company,
Incorporated, Michigan Bell Telephone Company, Nevada Bell, The Ohio Bell Telephone
Company, Pacific Bell, SNET, SWBT, and Wisconsin Bell, Inc. where those companies operated
as incumbent local exchange carriers (“incumbent LECs™) as of August 27, 1999.

For purposes of these conditions, the term “SBC/Ameritech States” shall mean Arkansas,
California, Connecticut, Illinois, Indiana, Kansas, Michigan, Missouri, Nevada, Ohio, Oklahoma,
Texas, and Wisconsin. The term “SBC States” shall mean Arkansas, California, Connecticut,
Kansas, Missouri, Nevada, Oklahoma, and Texas. The term “Ameritech States” shall mean
[linois, Indiana, Michigan, Ohio, and Wisconsin.




For purposes of these Conditions, the term “affiliate” shall have the same meaning as in
47 U.S.C. § 153(1).

For purposes of these Conditions, the term “telecommunications carrier” shall have the
same meaning as in 47 U.S.C. § 153(44).

PROMOTING EQUITABLE AND EFFICIENT
ADVANCED SERVICES DEPLOYMENT

1. Separate Affiliate for Advanced Services

1. SBC/Ameritech shall provide all Advanced Services through one or more
affiliate(s) that are structurally separate from the SBC/Ameritech incumbent LECs in accordance
with the provisions and schedule set forth below. As described below, Ameritech and SBC shall
establish separate Advanced Services affiliates prior to the Merger Closing Date. Upon
recelving state approval of interconnection agreements and obtaining any necessary state
authority or certification, SBC/Ameritech shall transition the provisioning of Advanced Services
to one or more separate Advanced Services affiliate(s). Nothing in this Section I is intended to
prohibit SBC/Ameritech’s separate Advanced Services affiliate(s) from providing services that
are not Advanced Services in accordance with any applicable federal or state laws or regulations.
The requirements of this Section are intended to place SBC/Ameritech’s separate Advanced
Services affiliate(s) on a comparable footing with unaffiliated providers of Advanced Services,
taking into account state jurisdiction, technical limitations, and the public interest in efficient
marketing and provisioning of Advanced Services, and thereby to provide SBC/Ameritech
additional incentives to develop additional and improved methods of interconnection and
network access for use by all affiliated and unaffiliated Advanced Services providers.

2. Advanced Services. For purposes of these Conditions, the term “Advanced
Services” means intrastate or interstate wireline, telecommunications services, such as ADSL,
IDSL, xDSL, Frame Relay, Cell Relay and VPOP-Dial Access Service (an SBC Frame Relay-
based service) that rely on packetized technology and have the capability of supporting
transmissions speeds of at least 56 kilobits per second in both directions. This definition of
Advanced Services does not include (1) data services that are not primarily based on packetized
technology, such as ISDN, (2) x.25-based and x.75-based packet technologies, or (3) circuit
switched services (such as circuit switched voice grade service) regardless of the technology,
protocols or speeds used for the transmission of such services.

3. Section 272 Requirements for the Separate Advanced Services Affiliates. Subject
to the transitional mechanisms discussed below, the separate Advanced Services affiliate(s)

required by this Section I shall operate in accordance with the structural, transactional, and
nondiscrimination requirements that would apply to a separate affiliate's relationships with a
BOC under 47 U.S.C. § 272(b), (c), (), and (g), as interpreted by the Federal Communications
Commission (the “Commission”) as of August 27, 1999, except to the extent those provisions are
inconsistent with the provisions of this Paragraph, in which case the provisions of this Paragraph
shall apply. Except for the specific exception for O1&M services in Subparagraph b, below,




SBC/Ameritech shall comply with the Commission’s accounting safeguards pursuant to 47
U.S.C. § 272 for all transactions between an incumbent LEC and a separate Advanced Services
affiliate, and shall continue to do so regardless of, and consistent with, the specific accounting
method SBC/Ameritech uses. If the separate Advanced Services affiliate does not materially
deviate from the requirements of 47 U.S.C. § 272(b), (c), (e), and (g) except as described in this
Paragraph and Subparagraphs below, such separate affiliate(s) shall not be deemed a successor or
assign of a BOC or incumbent LEC for purposes of applying 47 U.S.C. §§153(4) or 252(h).

a. Any SBC/Ameritech separate Advanced Services affiliate and any
SBC/Ameritech incumbent LEC may joint market their services with the services of the other,
without being subject to any nondiscrimination requirement under these Conditions. Permitted
joint marketing by the incumbent LEC that may be conducted on an exclusive basis would
include the sale of Advanced Services provided by the Advanced Services affiliate and the
transfer of the customer’s Advanced Services order identified by the incumbent LEC through
inbound or outbound marketing to the affiliate for completion. When performing these joint
marketing activities later than 180 days after the Merger Closing Date in all States except
Connecticut, the employees of the incumbent LEC may only access the incumbent LEC’s loop
qualification information through the same Operations Support Systems (“OSS”) as are made
available to unaffiliated telecommunications carriers, as described in Paragraph 15a. Permitted
joint marketing by the Advanced Services affiliate would include completion of orders for
Advanced Services and local services by the affiliate (using the same interfaces and processes
used by unaffiliated telecommunications carriers as required by these Conditions) and the
transfer of customer orders or calls identified by the affiliate to the SBC/Ameritech incumbent
LEC for provisioning of the customer's local service order. Permitted joint marketing by either
the incumbent LEC or the separate Advanced Services affiliate would include customer care.
For purposes of these Conditions, “customer care” means functions performed after the sale that
involve interaction with the customer, such as on-going customer notification of service order
progress, response to customer inquiries regarding the status of an order, identification of
troubles affecting the customer’s service, inputting information regarding trouble tickets (such as
customer contact information, circuit identification number, type of trouble, and accessibility of
the customer location), network trouble isolation (i.c., determining whether the trouble is caused
by the services or unbundled elements provided by the incumbent LEC, by Advanced Services
Equipment, or by customer premises equipment), payment arrangements, account adjustment
(including changes to customer information), account balance inquiries, account closure,
responses to legal actions affecting or involving the customer, and receipt and resolution of
customer complaints. The SBC/Ameritech incumbent LEC may provide billing and collection
services to the separate Advanced Services affiliate on an exclusive basis, provided, however,
that the charges of the separate Advanced Services affiliate shall be stated on a separate bill page
from the charges of the incumbent LEC. Transactions between the incumbent LEC and a
separate Advanced Services affiliate that are permitted by this Subparagraph shall be made
pursuant to a written agreement between the incumbent LEC and the affiliate.

b. Any SBC/Ameritech incumbent LEC may provide operations, installation,
and maintenance (“OI&M”) services (not including network planning, engineering, design or
assignment services), including the use of systems and databases associated with these services,
to any separate Advanced Services affiliate pursuant to a tariff or approved interconnection




agreement, provided that the same services made available to the separate Advanced Services
affiliate are made available to unaffiliated providers of Advanced Services on a
nondiscriminatory basis consistent with the requirements of 47 U.S.C. § 272(c) and the
Commission’s implementing rules as in effect on August 27, 1999, where not inconsistent with
the provisions of this Section. With respect to these transactions, SBC/Ameritech shall comply
with the Commission's Section 272 accounting safeguards, and will continue to do so regardless
of, and consistent with, the specific accounting method that SBC/Ameritech uses. However,
public disclosure of the governing interconnection agreement (including the prices, discounts,
terms and conditions associated with that agreement) together with the auditing provisions of
Subparagraph g below shall satisfy the transaction disclosure requirements as applied to the
separate Advanced Services affiliate for facilities and services provided pursuant to such
agreement. In order to provide for an orderly and efficient transfer of personnel and systems to
the separate Advanced Services affiliate, for a period of not more than 180 days after the Merger
Closing Date, the incumbent LEC may provide (under a written agreement) network planning,
engineering, design and assignment services, including the use of systems and databases
associated with these services, on an exclusive basis to the separate Advanced Services affiliate.

c. The incumbent LEC and separate Advanced Services affiliate(s) may
separately own facilities or network equipment used specifically to provide Advanced Services
("Advanced Services Equipment"), provided that the separate Advanced Services affiliate shall
own and operate all new Advanced Services Equipment (as defined below) used to provide
Advanced Services (including equipment put into service to expand the capability or capacity of
existing Advanced Services Equipment) put into service by SBC/Ameritech later than 30 days
after the Merger Closing Date. Repair and/or replacement of Advanced Services Equipment
owned by the incumbent LEC shall not be considered to be new Advanced Services Equipment
put into service. For purposes of this Section I, Advanced Services Equipment is: (1) DSLAMs
or functionally equivalent equipment; (2) spectrum splitters that are used solely in the provision
of Advanced Services; (3) packet switches and multiplexers such as ATMs and Frame Relay
engines used to provide advanced services; (4) modems used in the provision of packetized data;
and (5) DACS frames used only in the provision of Advanced Services. Spectrum splitters {(or
the equivalent functionality) used to separate the voice grade channel from the Advanced
Services channel shall not be considered Advanced Services Equipment; any such splitters
installed after the Merger Closing Date that are located at the customer premises shall be
considered network terminating equipment. In order to allow an efficient transition to the
nondiscriminatory use of Advanced Services Equipment or an efficient transfer of Advanced
Services Equipment to the separate Advanced Services affiliate, any Advanced Service that was
provided by the incumbent LEC to its embedded base of customers in a State as of the Merger
Closing Date may continue to be provisioned by the incumbent LEC and be provided (under a
written agreement) to the separate Advanced Services affiliate on an exclusive basis within the
State until 180 days after the affiliate has obtained all necessary approvals and authorizations to
provide such services within the State, as described in Paragraph 6. Additionally, the incumbent
LECs may provide the ADSL service derived from the integrated combination of an unbundled
loop, a DSLAM, and spectrum splitters at each end of the unbundled loop where the unbundled
loop is also used to provide voice grade service (“Interim Line Sharing”) to the separate
Advanced Services affiliate(s) on an exclusive basis within any geographic area until line sharing
1s provided to unaffiliated providers of Advanced Services within the same geographic area, as




described in Paragraphs 8, provided that the incumbent LEC provides unaffiliated providers of
Advanced Services within the same geographic area the Discounted Surrogate Line Sharing
Charges, as described in Paragraph 14;

d. The separate Advanced Services affiliates may use the incumbent LEC's
name, trademarks, or service marks on an exclusive basis.

e. Employees of the separate Advanced Services affiliate(s) may, on an
exclusive basis, be located within the same buildings and on the same floors as employees of the
incumbent LECs.

f. The incumbent LEC may (but shall not be required to) transfer to the
separate Advanced Services affiliate(s), on an exclusive basis, any Advanced Services
Equipment, including supporting facilities and personnel, during a “Grace Period.” The Grace
Period shall be from August 27, 1999 until the date that is 180 days after the date that the
Commission issues a final order, not including any appeals, in the UNE remand proceeding (CC
Docket 96-98). In States where regulatory approval is required to transfer Advanced Services
Equipment, if SBC/Ameritech seeks such required regulatory approval during the Grace Period,
and completes the transfer of Advanced Services Equipment for which regulatory approval is
required within 180 days after receiving such approval, then such Advanced Services Equipment
shall be deemed to have been transferred during the Grace Period. Such Advanced Services
Equipment that may be transferred to the separate affiliate on an exclusive basis does not include
any facilities or equipment deemed to be an unbundled network element under 47 C.F.R.

§ 51.319 (as in effect on January 24, 1999).

g. SBC/Ameritech shall maintain internal records for affiliate transactions
pursuant to interconnection agreements between each SBC/Ameritech incumbent LEC and a
separate Advanced Services affiliate. Such internal records shall document on a State-by-State
basis the price, quantities, and other material terms of transactions made pursuant to the
interconnection agreement, including, without limitation, the charges assessed for the provision
of unbundled local loops and the conditioning of such loops to the affiliate(s). This information
shall be made available for review by the independent auditor selected to perform the Advanced
Services audit required by Paragraph 67 on a semi-annual basis, beginning 180 days after the
first transaction between each incumbent LEC and a separate Advanced Services affiliate and
continuing for four such semi-annual reviews. Thereafter, the transactions shall be reviewed
annually as part of the agreed-upon procedures engagement required under Paragraph 67. Upon
completion of each semi-annual review, the auditor shall issue an attestation report resulting in a
positive opinion (with exceptions noted) as to whether or not the internal records furnished to the
auditor demonstrate that the prices and other terms and conditions of the transactions between
the SBC/Ameritech incumbent LECs and the separate Advanced Services affiliates conform to
the terms and conditions set forth in the interconnection agreement(s) between the parties. The
SBC/Ameritech internal records shall be made available for review, upon request, to the
Commission and state public utility regulatory commissions (“‘state commissions”) in the
SBC/Ameritech States pursuant to the procedures of Paragraph 66g.




4. Requests for State Approval. In any state where SBC/Ameritech will be
providing Advanced Services on the Merger Closing Date, the separate Advanced Services
affiliate(s) shall, prior to the Merger Closing Date:

a. Negotiate and file for approval pursuant to 47 U.S.C. §§ 251 and 252
interconnection agreement(s) with the affiliated incumbent LEC setting forth terms, conditions
and prices for the provision of interconnection, telecommunications services, and network
elements that the affiliated incumbent LEC shall provide to the separate Advanced Services
affiliate for the purposes of the separate affiliate’s provision of Advanced Services. Such
agreement(s) shall be sufficiently detailed to permit telecommunications carriers to exercise
effectively their “pick-and-choose” rights under 47 U.S.C. § 252(i) and the Commission’s rules
implementing that section. A telecommunications carrier’s right to pick and choose QOI&M
services from an interconnection agreement shall be limited to the specific types of OI&M
services, including all legitimately related terms and conditions, that the incumbent LEC has
agreed to provide to the separate Advanced Services affiliate in a State. If an SBC/Ameritech
incumbent LEC provides OI&M services to a separate Advanced Services affiliate within a
State, the incumbent LEC shall offer similar OI&M services to unaffiliated telecommunications
carriers within the same State on a nondiscriminatory basis. However, an agreement between a
separate Advanced Services affiliate and an SBC/Ameritech incumbent LEC for OI&M services
in a State need not be made available to telecommunications carriers in any other State pursuant
to the provisions of Paragraph 43, and

b. Consistent with State law, file for any required State certifications or
approvals necessary for the separate affiliate to provide Advanced Services.

5. Schedule for Establishing Separate Advanced Services Affiliates.
SBC/Ameritech will establish the separate Advanced Services affiliates required by this Section I

in accordance with the following schedule:

a. In any State where an SBC/Ameritech incumbent LEC will provide
Advanced Services on the Merger Closing Date, SBC/Ameritech shall establish prior to the
Merger Closing Date a separate Advance Services affiliate.

b. In any State where SBC/Ameritech provided Advanced Services through a
separate Advanced Services affiliate on August 27, 1999, except Connecticut, such affiliate shall
be in compliance with the provisions of Paragraph 3 prior to the Merger Closing Date. In
Connecticut, SBC/Ameritech shall establish prior to the Merger Closing Date, a separate
Advanced Services affiliate in compliance with the provisions of Paragraph 3, to comply with
the provisions of Subparagraphs 6b and 6d.

c. In any State where SBC/Ameritech does not provide Advanced Services on
the Merger Closing Date, SBC/Ameritech shall incorporate and establish a separate Advanced
Services affiliate to provide Advanced Services prior to providing Advanced Services in that State.

d. Notwithstanding the provisions of Subparagraphs a, b, and ¢, above, and
Paragraph 6, below, SBC/Ameritech may provide an Advanced Service through an




SBC/Ameritech incumbent LEC (or other entity that does not comply with the provisions of
Paragraph 3) in any State until SBC/Ameritech has obtained all necessary State authorizations and
approvals to provide the Advanced Service through the separate Advanced Services affiliate in
that State.

6. Providing Advanced Services through the Separate Advanced Services Affiliate.
SBC/Ameritech shall phase-in the provision of Advanced Services through its separate

Advanced Services affiliate(s), as follows:

a. Ameritech States. In the Ameritech States, SBC/Ameritech shall provide
all xDSL Advanced Services through a separate Advanced Services affiliate(s) no later than the
Merger Closing Date. SBC/Ameritech shall provide new activations of all other Advanced
Services in the Ameritech States through a separate Advanced Services affiliate(s) no later than
30 days after the later of (i) the Merger Closing Date, or (ii) Commission and/or state
commission approval of any tariffs necessary for the separate Advanced Services affiliate to
provide such Advanced Services. Any non-xDSL Advanced Services provided by the Ameritech
incumbent LEC on either a retail or wholesale basis in the Ameritech States prior to the Merger
Closing Date (i.e., Frame Relay) shall be transferred to a separate Advanced Services affiliate no
later than the later of: (1) 30 days after state approval of all necessary agreements with the
affiliated incumbent LEC that are necessary to carry out the provisions of this Section I,
including any interconnection agreement(s), (i) 30 days after approval of any tariffs necessary
for the separate Advanced Services affiliate to provide such Advanced Services, or (iii) 270 days
after the Merger Closing Date. Any tariffs necessary for the separate Advanced Services affiliate
to provide those Advanced Services that were provided by the incumbent LEC on the Merger
Closing Date shall be filed no later than 5 business days after the Merger Closing Date.

b. SBC States - New Activations for Advanced Services Customers that are
Providers of Internet Services. In each SBC State, SBC/Ameritech shall provide new activations

of Advanced Services to customers that are providers of Internet services through a separate
Advanced Services affiliate no later than 30 days after the later of (i) state approval of all
agreements with the affiliated incumbent LEC that are necessary to carry out the provisions of
this Section I, including any interconnection agreement(s), or (i1) Commission approval of any
tariffs necessary for the separate Advanced Services affiliate to provide such Advanced Services.
Any taniffs necessary for the separate Advanced Services Affiliate to provide such Advanced
Services shall be filed no later than 5 business days after the Merger Closing Date. The terms of
this Subparagraph b are established in recognition of, and are expressly contingent upon, the fact
that the FCC has determined that Advanced Services used to provide Internet services are
interstate access services. In the event such services are determined to be intrastate, and state
certification is required to provide new activations of Advanced Services to customers that are
providers of Intemet services through a separate Advanced Services affiliate, the obligations of
this Subparagraph b shall apply 30 days after state approval of any certification that the state
deems required for the separate Advanced Services affiliate to provide new activations of
Advanced Services to customers that are providers of Internet services.

c. SBC States - Incumbent LEC’s Embedded Base of Advanced Services
Customers That Are Providers of Intemnet Services. In each SBC State, any Advanced Services




provided by SBC/Ameritech’s incumbent LEC in that State to customers that are providers of
Internet services shall be transferred to the separate Advanced Services affiliate no later than the
later of: (i) 30 days after such state approval of all necessary agreements as discussed in
Subparagraph b, (ii) 30 days after Commission approval of any tariffs necessary for the separate
Advanced Services affiliate to provide such Advanced Services, or (iii) 180 days after the
Merger Closing Date. Any tanffs necessary for the separate Advanced Services Affiliate to
provide such Advanced Services shall be filed no later than 5 business days after the Merger
Closing Date. The terms of this Subparagraph c are established in recognition of, and are
expressly contingent upon, the fact that the Commission has determined that Advanced Services
used to provide Internet services are interstate access services. In the event such services are
determined to be intrastate, and state certification is required to transfer Advanced Services
provided by SBC/Ameritech’s incumbent LEC to customers that are providers of Internet
services to the separate Advanced Services affiliate, the obligations of this Subparagraph ¢ shall
apply 30 days after state approval of any certification that the state deems required for the
separate Advanced Services affiliate to provide Advanced Services to customers that are
providers of Internet services.

d. SBC States - New Activations for Other Advanced Services Customers.

In each SBC State, SBC/Ameritech shall provide new activations of Advanced Services to
customers that are not providers of Internet services through a separate Advanced Services
affiliate no later than 30 days after the later of: (i) State approval of all agreements with the
affiliated incumbent LEC necessary to carry out the provisions of this Section I, including any
interconnection agreement(s), (1i) State approval of any certification that the State deems
required for the separate Advanced Services affiliate to provide Advanced Services in that State,
or (ii1) approval of any federal or state tariffs necessary for the separate Advanced Services
affiliate to provide such Advanced Services. Such tariffs shall be filed no later than 3 days after
state approval of any certification that the State deems required for the separate Advanced
Services affiliate to provide Advanced Services in that State.

e. SBC States - Incumbent LEC’s Embedded Base of Other Advanced
Services Customers. In each SBC State, any Advanced Services provided by SBC/Ameritech’s
incumbent LEC in that State to customers that are not providers of Internet services shall be
transferred to the separate Advanced Services affiliate no later than the later of: (i) 30 days after
State approval of any necessary certification, tariffs, or any other required State authorization,
(i1) 30 days after State approval of all necessary agreements, including any agreement to transfer
customers from the incumbent LEC to the separate Advanced Services affiliate, or (iii} 180 days
after the Merger Closing Date. Any necessary tariffs shall be filed no later than 3 days after state
approval of any certification that the State deems required for the separate Advanced Services
affiliate to provide Advanced Services in that State. It is understood that in Connecticut the
duration of the transition period may be prolonged as a consequence of state-law restrictions
relating to Advanced Services on SNET and its affiliates.

f. Existing Tariffs. To comply with the requirements of Subparagraphs a, b,
and d above, SBC/Ameritech shall, no later than 3 days after obtaining all necessary
certifications, authorizations, and/or approvals to provide new activations of an Advanced
Service through a separate Advanced Services affiliate in a State, (i) file tariff changes with the




Commission and/or the state commission to terminate the offering of new activations of such
Advanced Service by the incumbent LEC, and (ii) cease initiating any marketing or sales of new
activations of such Advanced Service from the tariffs of the incumbent LEC. Notwithstanding
the requirements of Subparagraphs a, b, and d above, until such tariff changes are approved by
the Commission and/or the state commission (inciuding any mandatory customer notification
period), the SBC/Ameritech incumbent LEC shall comply with such tariffs as then in effect if the
incumbent LEC receives a request for a new activation of an Advanced Service.

g. Transition Period. In the SBC/Ameritech Service Areas in each
SBC/Ameritech State, until such time as SBC/Ameritech is required, pursuant to the provisions
of Subparagraphs a, b, or d, above, to provide new activations of Advanced Services through the
separate Advanced Services affiliate in that State, SBC/Ameritech shall be permitted to provision
such services through SBC/Ameritech’s incumbent LEC in that State in the following manner,
which represents the “functional equivalent” of provisioning service through a separate
Advanced Services affiliate.

(1)  Either the SBC/Ameritech incumbent LEC or the separate
Advanced Services affiliate may joint market Advanced Services to customers;

(2)  Except for orders that contain ADSL service that uses Interim Line
Sharing, as provided for in Paragraph 8, customer orders for Advanced Services obtained by the
incumbent LEC must be passed to the separate Advanced Services affiliate for processing. For
customer orders that contain ADSL service that uses Interim Line Sharing, as provided for in
Paragraph 8, the incumbent LEC may, on an exclusive basis pursuant to a written agreement
with the separate Advanced Services affiliate, process the order;

{3)  Except for orders that contain ADSL service that uses Interim Line
Sharing, as provided for in Paragraph 8, the separate Advanced Services affiliate shall order the
facilities and/or services needed to provide the Advanced Service from the incumbent LEC.
Within 180 days of the Merger Closing Date, the separate Advanced Services affiliate shall order
such facilities utilizing the same interfaces with the incumbent LEC as the incumbent LEC
provides to unaffiliated providers of Advanced Services. For customer orders that contain ADSL
service that uses Interim Line Sharing, as provided for in Paragraph 8, the incumbent LEC may,
on an exclusive basis pursuant to a written agreement with the separate Advanced Services
affiliate, order the facilities needed to provide the ADSL service; and

(4) Any Advanced Services orders received by the separate Advanced
Services affiliate shall be passed to the incumbent LEC, which shall provide Advanced Services
to the SBC/Ameritech customer. The SBC/Ameritech incumbent LEC may lease from the
separate Advanced Services affiliate any Advanced Services Equipment required for the
incumbent LEC to provide any Advanced Service.

7. With respect to any state certification, state tariff approval or other state
authorization required by this Section I, a Commission Order specifically determining that state
certification, state tariff approval or other authorization is not required for the separate Advanced
Services affiliate to provide certain interstate Advanced Services to certain types of customers




shall apply in lieu of state certification, state tariff approval or other authorization for such
interstate Advanced Services and such customers.

8. Provisioning Interim Line Sharing to the Separate Advanced Services Affiliate.
Notwithstanding the non-discrimination provisions of Paragraph 3 above, an SBC/Amerntech

incumbent LEC may provide Interim Line Sharing (as defined in Paragraph 3c) to a separate
Advanced Services affiliate on an exclusive basis in accordance with the following provisions:

a. The SBC/Ameritech incumbent LEC may provide Interim Line Sharing
capability to the separate Advanced Services affiliate within a certain geographic area for the
provision of Advanced Services activated prior to the time that line sharing is provided to
unaffiliated providers of Advanced Services within the same geographic area.

b. The SBC/Ameritech incumbent LEC shall establish and make available
through interconnection agreements with the separate Advanced Services affiliate (and with
unaffiliated telecommunications carriers pursuant to the provisions of Paragraph 14) surrogate
charges for the costs incurred in making available an unbundled local loop capable of providing
Advanced Services (such as ADSL) within a specific, broadband spectral map in combination
with voice grade services (“Surrogate Line Sharing Charges™). For purposes of this Section I,
“voice grade service” means the transmission of an analog signal within an approximate
bandwidth of 300 to 3000 Hz. The Surrogate Line Sharing Charges shall be 50 percent of the
lowest monthly recurring charge, 50 percent of the lowest non-recurring line or service
connection charge, and 100 percent of the lowest non-recurring service order charges (i.e., there
is no discount for service order charges), for the unbundled local loop then effective that have
been established by the state commission pursuant to 47 U.S.C. § 252(d)}1). The
SBC/Ameritech incumbent LEC shall charge the separate Advanced Services affiliate these
Surrogate Line Sharing Charges for the affiliate’s use of an unbundled local loop if: (i) the
SBC/Ameritech incumbent LEC is able to provision the Advanced Service of the separate
Advanced Services affiliate over the same loop that the incumbent LEC is using to provide voice
grade services on either a retail or wholesale basis, and (i1) the Advanced Service is within a
spectral map that is compatible with the incumbent LEC’s voice grade service and the filters
used by the incumbent LEC to provide Interim Line Sharing. The compatibility standard in the
previous sentence shall be presumptively met if the Advanced Service utilizes a technology for
which the spectral map complies with an industry-recognized standard that would be compatible
with both (i) the incumbent LEC’s voice grade service, and (ii) the filters specified in Annex E to
ANSI standard T1.413-1998. For any other technology, the separate Advanced Services affiliate
may meet the compatibility standard by showing that the technology (i) would be compatible
with the incumbent LEC’s voice grade service and (ii) is compatible with the filters specified in
Annex E to ANSI standard T1.413-1998. Surrogate Line Sharing Charges shall not apply
retroactively to charges for an unbundled loop incurred prior to the effective date of the
Surrogate Line Sharing Charges, but will apply to charges incurred after the effective date of the
Surrogate Line Sharing Charges for both (i) recurring charges for qualifying loops in service, and
(11) recurring and non-recurring charges for new installations of qualifying loops. In order to be
entitled to the Surrogate Line Sharing Charges, however, the SBC/Ameritech separate Advance
Services affiliate must certify to the incumbent LEC that it is not providing voice grade service
in conjunction with Advanced Services over the broadband channel. The Surrogate Line Sharing
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Charge may be billed through credits, true-ups, or other billing mechanisms provided, however,
that such credits, true-ups or other mechanisms are applied within 60 days of the initial billing
for the service.

9. The separate Advance Services affiliate(s) required by this Section shall, to the
extent that they provide interstate exchange access services, be regulated by the Commission as
non-dominant carrier(s) with respect to the provision of Advanced Services. The separate
Advanced Services affiliate shall comply with the Commission’s rules regarding tariffs,
including the Commission’s rule that non-dominant telecommunications carriers that provide
interexchange access services are subject to a permissive detariffing requirement.

10. The Performance Measures required by Section VII of these Conditions shall be
reported separately to the Commission, on a proprietary basis and in accordance with Paragraph
1 of Attachment A, by each SBC/Ameritech incumbent LEC for each separate Advanced
Services affiliate required by this Section I to the extent that such Performance Measures are
applicable. If the Commission orders that the SBC/Ameritech incumbent LECs must provide
line sharing to unaffiliated providers of Advanced Services, then within 10 business days of the
effective date of such an order SBC/Ameritech shall propose to the Chief of the Common Carrier
Bureau an additional performance measurement, or an additional sub-measurement, to measure
SBC/Ameritech’s performance with respect to the provisioning of line sharing. Within 90 days
of recelving written notice that the Chief of the Common Carrier Bureau agrees that a line
sharing measure should be implemented, SBC/Ameritech shall implement the new measure
consistent with the provisions of Section VII.

11.  In setting the annual bonuses paid to officers and management employees of a
separate Advanced Services affiliate, SBC/Ameritech shall give substantial weight to the
performance of the separate Advanced Services affiliate.

12. Separate Advanced Services Affiliate Sunset Provisions. The requirements of this

Section I requiring SBC/Ameritech to provide Advanced Services through one or more separate
affiliates, as described in this Section, shall terminate immediately upon any of the following
events:

a. In each SBC/Ameritech State, the date that 1s 36 months after the later of
(1) the Merger Closing Date, or (ii) the date upon which the separate Advanced Services affiliate
becomes operational in that State. For purposes of this Subparagraph a, the term “operational’
shall mean that (i) the separate Advanced Services affiliate has obtained all necessary state
authorizations, certifications, and/or approvals to provide new activations of any Advanced
Service, including approval of interconnection agreement(s), and (ii) the separate Advance
Services affiliate is holding itself out to provide an Advanced Service to new customers.

b. The date upon which (1) legislation enacted by the U.S. Congress that
specifically prohibits the Commission from requiring incumbent LECs to establish separate
affiliates for the provision of Advanced Services becomes law, and (ii) the Commission modifies
its rules and regulations in a manner that materially changes the substance of what is covered in
this Section I (e.g., if the Commission were to establish rules that prohibit an incumbent LEC
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from providing joint marketing to an affiliatc on an exclusive basis, or rules that prohibit an
incumbent LEC from providing Ol&M services to an affiliate on a non-discriminatory basis,
either such change would be an example of a change that would be considered a material
change); or

c. The date upon which a final and non-appealable judicial decision by a
court of competent jurisdiction determines that, as a result of one or more of the permitted
activities between the SBC/Ameritech incumbent LEC and the separate Advanced Services
affiliate described in Subparagraphs 3a-f, the separate Advanced Services affiliate must be
deemed a successor or assign of the incumbent LEC for the purposes of applying 47 U.S.C.
§8153(4) or 252(h). However, such a judicial decision that 1s based solely on some other
conduct of, or relationship between, the SBC/Ameritech incumbent LEC and/or the separate
Advanced Services affiliate shall not be a basis for terminating any of the separate affiliate
provisions of this Section I.

13.  Upon the date that SBC/Ameritech determines, as a result of one or more of the
provisions of Paragraph 12 above, to no longer provide Advanced Services through a separate
affiliate in a particular State, then SBC/Ameritech shall be required to comply with the following
provisions in that State until the date that is 48 months after the Merger Closing Date:

a. The Discounted Surrogate Line Sharing Charge provisions of Paragraphs
8b and 14, if the SBC/Ameritech incumbent LEC uses Interim Line Sharing (as defined in
Paragraph 3c¢) to provide new activations of ADSL service;

b. The Advanced Services OSS discount provisions of Paragraph 18;

c. The SBC/Ameritech retail operations within the incumbent LEC shall use
the EDI interface discussed in Paragraph 15c, below, for processing a substantial majority (i.e.,
at least 75 percent of pre-order inquiries and at least 75 percent of orders) of Advanced Services;

d. SBC/Ameritech retail operations within the incumbent LEC shall only use
those OSS for the provisioning of Advanced Services that are available to unaffiliated
telecommunications carriers (except for ADSL service provisioned using Interim Line Sharing);

e. The local loop information provisions of Paragraphs 19 and 20;
f. The incumbent LEC shall provide unaffiliated telecommunications
carriers with the same OI&M services at the customer premises that it provides for its own retail

operations in the same SBC/Ameritech State with respect to the offering of Advanced Services;
and

g The incumbent LEC shall be required to provide the enhanced OSS
interfaces for provisioning Advanced Services as discussed in Paragraph 15, below.

IL Discounted Surrogate Line Sharing Charges
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14. The terms for Surrogate Line Sharing Charge discounts offered by
SBC/Ameritech to unaffiliated providers of Advanced Services for inclusion in interconnection
agreements shall reflect the following:

a. In any geographic area where the SBC/Ameritech incumbent LEC either
(1) provides Interim Line Sharing for new activations of ADSL service to a separate Advanced
Services affiliate per the provisions of Paragraph 8, above, or (ii) utilizes Interim Line Sharing to
provide new activations of ADSL service provided by the incumbent LEC, the incumbent LEC
shall charge unaffiliated providers of Advanced Services the same Surrogate Line Sharing
Charges as described in Paragraph 8 for use of an unbundled local loop in the same geographic
area, where: (i) the unaffiliated provider purchases the unbundled local loop to provide
Advanced Services only and does not use the unbundled local loop to provide any voice grade
service; (i1) the unaffiliated provider’s Advanced Services are provided to an end user customer
to whom the incumbent LEC provides voice grade service, on either a retail or wholesale basis,
at the same premises; and (iii) the unaffiliated provider’s Advanced Services are within a spectral
map that would, if line sharing were available, be compatible with the incumbent LEC’s voice
grade service and the filters used by the incumbent LEC to provide Interim Line Sharing. The
compatibility standard in the previous sentence shall be presumptively met if the unaffiliated
provider’s Advanced Services utilize a technology for which the spectral map complies with an
industry-recognized standard that would be compatible with both (1) the incumbent LEC’s voice
grade service, and (ii) the filters specified in Annex E to ANSI standard T1.413-1998. For any
other technology, the unaffiliated provider of Advanced Services may meet the compatibility
standard by showing that the technology (i) would be compatible with the incumbent LEC’s
voice grade service and (it) is compatible with the filters specified in Annex E to ANSI standard
T1.413-1998.

b. Surrogate Line Sharing Charges shall not apply retroactively to charges
for an unbundled loop incurred prior to the effective date of the Surrogate Line Sharing Charges,
but will apply to charges incurred after the effective date of the Surrogate Line Sharing Charges
for both (i) recurring charges for qualifying loops in-service, and (ii) recurring and non-recurring
charges for new installations of qualifying loops. SBC/Ameritech may provide the Surrogate
Line Sharing Charges discounts through credits, true-ups, or other billing mechanisms, provided,
however, that such credits, true-ups or other mechanisms are applied within 60 days of the initial
billing for the service. To obtain the Surrogate Line Sharing Charges, a telecommunications
carrier must provide written notification (which may include e-mail) to SBC/Ameritech
identifying the unbundled loops that it is using or will use to provide a qualifying Advanced
Service. The discounted Surrogate Line Sharing Charges provided by SBC/Ameritech to
unaffiliated providers of Advanced Services shall end in a geographic area in an SBC/Ameritech
State on the date when SBC/Ameritech begins providing line sharing to such unaffiliated
providers in that same geographic area.

c. Unaffiliated providers of Advanced Services that obtain unbundled local
loops for the Surrogate Line Sharing Charges shall, on a quarterly basis, certify to
SBC/Ameritech and the appropriate state commission that they are using all unbundled local
loops provided at the Surrogate Line Sharing Charges in accordance with Subparagraph a, above.
SBC/Ameritech shall have the right to hire, at its own expense, an independent third-party
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auditor to perform all necessary audits and inspections needed to assure that unbundled local
loops provided for the Surrogate Line Sharing Charges are used in accordance with
Subparagraph b above. Unaffiliated providers of Advanced Services that obtain unbundled local
loops for the Surrogate Line Sharing Charges shall agree to cooperate in the performance of such
audits and inspections. Audit information shall be restricted to SBC/Ameritech regulatory, legal,
and/or wholesale personnel, and SBC/Ameritech shall prohibit those personnel from disclosing
audit-related, customer-specific or company-specific proprietary information to SBC/Ameritech
retail personnel. If SBC/Ameritech conducts any audit of an unaffiliated Advanced Service
provider’s use of unbundled local loops in a State, under this Subparagraph ¢, SBC/Ameritech’s
annual compliance report for the calendar year in which the investigation was concluded shall
describe the uses of shared loops by SBC/Ameritech’s separate Advanced Services affiliate(s) in
the same State.

d. Any unaffiliated provider of Advanced Services found by the appropriate
state commission to have violated the use restrictions of Subparagraph a or that fails to cooperate
in an audit may be denied the Surrogate Line Sharing Charges on any unbundled local loop for
which the use restrictions or audit provisions are violated. In addition, any such provider that
intentionally and repeatedly violates the use restrictions of Subparagraph a may be denied the
Surrogate Line Sharing Charges for unbundled local loops ordered or installed after the date of
such a finding by a state commission.

€. For not less than 60 days after the date on which line sharing is last
provided to unaffiliated providers of Advanced Services in a geographic area, SBC/Ameritech
shall waive all non-recurring charges for new installations of line sharing on behalf of
unaffiliated providers of Advanced Services, where such new installations are installed to replace
an unbundled local loop provided at the Surrogate Line Sharing Charges at the same customer
premises to the same provider of Advanced Services.

ITII. Advanced Services OSS

15, SBC/Ameritech shall provide telecommunications carriers the following options
for pre-ordering and ordering components used to provide digital subscriber line (“xDSL”) and
other Advanced Services (Section I of these Conditions):

a. Until SBC develops and deploys enhancements to its existing Datagate
and EDI interfaces as described in Subparagraph 15¢ below: (i) SBC/Ameritech shall provide
telecommunications carriers in the SBC/Ameritech Service Area, except for the SBC/Ameritech
Service Area within Connecticut, not later than 180 days after the Merger Closing Date, with
access to the same pre-order interface(s) utilized by SBC/Ameritech’s retail operations in those
States to obtain theoretical local loop length information or, in the alternative, SBC/Ameritech’s
retail operations shall utilize the same Datagate and/or Verigate pre-order interfaces that are
available to unaffiliated telecommunications carriers to obtain theoretical local loop length
information, and (ii) SBC/Ameritech shall provide unaffiliated telecommunications carriers
access to Ameritech’s existing EDI interface within each of the Ameritech States.

14



b. SBC/Ameritech shall provide unaffiliated telecommunications carriers
with direct access to SORD, and the Ameritech and SNET equivalent service order processing
systems, for pre-ordering and ordering xDSL and Advanced Services, as described in Paragraph
29 below.

c. Within 14 months after the Merger Closing Date (assuming the duration of
Phase 2 described below is no longer than 90 days), SBC/Ameritech shall develop and deploy, in
the SBC/Ameritech Service Area, except for the SBC/Ameritech Service Area within
Connecticut, in advance of industry standards, enhancements to the existing Datagate or EDI
interfaces for pre-ordering xDSL and other Advanced Services components, and enhancements
to the existing EDI interface for ordering xDSL and other Advanced Services components to be
used in common by both SBC/Ameritech’s and unaffiliated telecommunications carriers’ sales
representatives. In Connecticut, these enhancements to the existing Datagate or EDI interfaces
shall be developed and deployed in conjunction with the introduction of the uniform application-
to-application OSS interfaces described in Paragraph 26 below. In the interim, SBC/Ameritech
shall continue to use its equivalent interfaces for the pre-ordering and ordering of xDSL and
other Advanced Services components. All enhancements made to the existing Datagate and EDI
interfaces by SBC/Ameritech shall remain in effect for a period of not less than 36 months after
deployment, and SBC/Ameritech shall provide telecommunications carriers authorized to
provide local services in the SBC/Ameritech Service Area (“CLECs”) with 12 months advance
notice of any plans to no longer make the enhancements available. Milestones applicable to the
development and deployment of enhancements to the existing Datagate and EDI interfaces as set
forth above are as follows:

(1) Phase 1 — SBC/Ameritech shall (i) complete a publicly available
Plan of Record, which shall consist of an overall assessment of SBC’s and Ameritech’s existing
Datagate and EDI interfaces, business processes and rules, hardware capabilities, data
capabilities, and differences, and SBC/Ameritech's plan for developing and deploying
enhancements to the existing Datagate or EDI interfaces for pre-ordering xDSL and other
Advanced Services components and enhancements to the existing EDI interface for ordering
xDSL and other Advanced Services components, and (ii) notify all unaffiliated
telecommunications carriers that have a current interconnection agreement with SBC/Ameritech
of the Plan of Record. The target date for completion of Phase 1 is 60 days after the Merger
Closing Date.

(A)  Not later than 3 business days after the target date,
SBC/Ameritech shall file a notice regarding its satisfaction of this target with the Secretary of the
Commission. SBC/Ameritech shall pay $10,000 per business day per State in voluntary
payments to the U.S. Treasury if the Chief of the Common Carrier Burcau determines in writing
(after any appeals to the Commission, which may be taken) that SBC/Ameritech has failed to
submit a Plan of Record that is in substantial compliance with the requirements of this Paragraph
by the target date in any SBC/Ameritech State. Voluntary payments for all SBC/Ameritech
States shall not exceed total of $100,000 per business day for a failure to submit a Plan of Record
that is in substantial compliance with the requirements of this Paragraph. The pendency of
proceedings under this Subparagraph shall not delay the commencement of Phase 2 after the
target date for Phase 1.
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(B) If, within 90 days after the Merger Closing Date, one or
more CLEC(s) requests enhancements to SBC/Ameritech’s existing Datagate or EDI interfaces
that are different from what is contained in the Plan of Record, then SBC/Ameritech shall begin
Phase 2. If, within 90 days after the Merger Closing Date, no CLEC requests enhancements to
SBC/Ameritech’s existing Datagate or EDI interfaces that are different from what is contained in
the Plan of Record, then Phase 2 will be considered completed and SBC/Ameritech shall file a
notice with the Secretary of the Commission (within 3 business days after the date that 1s 90 days
after the Merger Closing Date) and begin to develop and deploy the enhancements contained in
the Plan of Record, pursuant to Phase 3 below.

(2) Phase 2 - SBC/Ameritech shall work collaboratively with CLECs,
in a single series of workshop sessions {in multiple locations, if necessary), to obtain written
agreement on enhancements to the existing Datagate or EDI interfaces identified in the Plan of
Record, and a change management process, including a 12 month forward-looking view of
process changes and deployment schedule. The target date for completion of Phase 2 is 30 days
after the target date for completion of Phase 1 if there is a written agreement, or 90 days after the
target date for completion of Phase 1 if Phase 2 issues are sent to an arbitrator for resolution.
Successful completion of Phase 2 is dependent upon the full cooperation of all participants in
consummating a written agreement with SBC/Ameritech on the work to be done. The Chief of
the Common Carrier Bureau shall try to assist and encourage the parties to reach a written
agreement. If SBC/Ameritech and all of the CLEC:s participating in the workshop reach a
written agreement, SBC/Ameritech shall file a copy of that agreement with the Chief of the
Common Carrier Bureau and proceed with Phase 3. If SBC/Ameritech and all of the CLECs
participating in the workshop cannot reach a written agreement within 90 days after the start of
Phase 2, SBC/Ameritech shall and participating CLECs may notify the Chief of the Common
Carrier Bureau and submit a list of the remaining unresolved issues in dispute, and
SBC/Ameritech shall submit a plan for development and deployment of enhancements to the
existing Datagate or EDI interfaces for pre-ordering xDSL and other Advanced Services
components, and enhancements to the existing EDI interface for ordering xDSL and other
Advanced Services components that incorporates what was agreed to with the CLECs in the
workshop sessions. The Chief of the Common Carrier Bureau shall (a) direct SBC/Ameritech to
implement the plan for development and deployment of enhancements to the existing Datagate
or EDI interfaces for pre-ordering xDSL and other Advanced Services components, and
enhancements to the existing EDI interface for ordering xDSL and other Advanced Services
components as proposed by SBC/Ameritech in its entirety, (b) authorize SBC/Ameritech and the
CLEC(s) to submit the remaining unresolved issues in dispute to consolidated binding
arbitration, or (c¢) extend the collaborative period to continue efforts to obtain a written
agreement. If SBC/Ameritech and all of the CLECs participating in the workshop do not reach
a written agreement in Phase 2, in no event shall work begin in Phase 3 until SBC/Ameritech is
directed by the Chief of the Common Carrier Bureau to implement the plan for development and
deployment of enhancements to the existing Datagate and EDI interfaces as proposed by
SBC/Ameritech in its entirety, or SBC/Ameritech is directed by the Chief of the Common
Carrier Bureau to arbitrate the remaining unresolved issues in dispute and SBC/Ameritech
receives the arbitrator’s decision. Any such consolidated binding arbitration shall be conducted
before an independent third-party arbitrator nominated by SBC/Ameritech and approved by the
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Chief of the Common Carrier Bureau, in consultation with subject matter experts selected by the
arbitrator from a list of 3 firms supplied by SBC/Ameritech and approved by the Chief of the
Common Carrier Bureau, which may include Telcordia Technologies, and shall be conducted in
accordance with the Commercial Arbitration Rules of the American Arbitration Association.
The Chief of the Common Carrier Bureau shall direct the arbitrator that the arbitration will last
no more than 60 days, unless the Chief extends that deadline. SBC/Ameritech shall pay 50
percent of the costs of the arbitrator and expert(s), and the CLECs that are parties to the disputed
issues shall pay 50 percent of the arbitrator and expert costs.

3 Phase 3 — SBC/Ameritech shall develop and deploy, using a
phased-in approach, the enhancements to the existing Datagate or EDI interfaces for pre-ordering
xDSL and other Advanced Services components, and enhancements to the existing EDI interface
for ordering xDSL and other Advanced Services components consistent with the written
agreement obtained in Phase 2 or the arbitrator’s decision in Phase 2. To the extent that
SBC/Ameritech has completed negotiation of a uniform change management process in
accordance with Paragraph 32, SBC/Ameritech shall follow that uniform change management
process in Phase 3. The target date for completion of Phase 3 is 10 months after completion of
Phase 2, with the exception of Connecticut where the target date shall be consistent with that for
the deployment of the uniform application-to-application OSS interfaces described in Paragraph
27 below. The target dates in Phase 3 shall begin to run on the date the plan for Phase 3 is
finalized, which may be the date of execution of the written agreement in Phase 2, the date on
which the Chief of the Common Carrier Bureau directs SBC/Ameritech in writing to implement
SBC/Ameritech’s plan in its entirety, or the effective date of a final decision by the arbitrator in
Phase 2 resolving all outstanding issues, whichever date is applicable. Within 3 business days of
the target date, SBC/Ameritech shall file a notice regarding its satisfaction of this target with the
Secretary of the Commission.

(A) Ifa CLEC contends that SBC/Ameritech has not developed
and deployed enhancements to the existing Datagate or EDI interfaces in substantial compliance
with the written agreement obtained in Phase 2, or has not complied with the arbitrator’s decision
received in Phase 2, it may notify the Chief of the Common Carrier Bureau and request
consolidated binding arbitration. Thereafter, the Chief of the Common Carrier Bureau may
require SBC/Ameritech and the CLEC(s) to submit the dispute to consolidated binding
arbitration, if the Chief of the Common Carrier Bureau determines in writing that arbitration of
the dispute is appropriate and in the public interest. Any such consolidated binding arbitration
shall be conducted before an independent third-party arbitrator nominated by SBC/Ameritech
and approved by the Chief of the Common Carrier Bureau, in consultation with subject matter
experts selected by the arbitrator from a list of 3 firms supplied by SBC/Ameritech and approved
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by the Chief of the Common Carrier Bureau, which may include Telcordia Technologies, and
shall be conducted in accordance with the Commercial Arbitration Rules of the American
Arbitration Association. The Chief of the Common Carrier Bureau shall direct the arbitrator that
the arbitration will last no more than 60 days, unless the Chief of the Common Carrier Bureau
extends that deadline. SBC/Ameritech shall pay 50 percent of the costs of the arbitrator and
expert(s), and the CLECs that are parties to the disputed issues shall pay 50 percent of the
arbitrator and expert costs. If the arbitrator determines that SBC/Ameritech has not developed
and deployed enhancements to the existing Datagate or EDI interfaces in substantial compliance
with the written agreement obtained in Phase 2, or has not complied with the arbitrator’s decision
received in Phase 2, SBC/Ameritech shall pay up to $10,000 per business day per State in
voluntary payments to the U.S. Treasury, as directed by the arbitrator. Voluntary payments shall
not exceed a total of $100,000 per business day for all SBC/Ameritech States.

(B)  Voluntary payments of up to $10,000 per business day per
State shall be due only with respect to time periods during which SBC/Ameritech is in non-
compliance and that are one or more of the following: (i) a period for which SBC/Ameritech
acknowledges a failure to meet the relevant target date; (ii) within the first 3 business days after
the relevant missed target date; or (iii) between the date on which the arbitrator has issued a final
decision that SBC/Ameritech is in non-compliance and the date on which SBC/Ameritech files a
notice with the Chief of the Common Carrier Bureau that it has corrected that non-compliance.
In addition, if the arbitrator finds in writing that SBC/Ameritech intentionally and willfully failed
to comply with the relevant requirement(s), and the Chief of the Common Carrier Bureau
concurs in writing with such a finding, SBC/Ameritech shall make an additional payment of up
to $100,000, as determined by the arbitrator, for each business day that SBC/Ameritech was not
in compliance. SBC/Ameritech shall have the right to appeal any such finding to the
Commission.

(5)  Notwithstanding anything else in these Conditions, the total of all

voluntary payments relating to any or all milestones established under this Subparagraph 15¢
shall not exceed $20 million.

16.  Within the SBC/Ameritech Service Area, SBC/Ameritech shall provide
unaffiliated telecommunications carriers with access to the OSS enhancements and additional
interfaces required by Paragraph 15 of these Conditions for not less than 36 months after they are
deployed.

17.  Payments made to the U.S. Treasury in connection with the above OSS
enhancements and additional interfaces shall not be reflected in the revenue requirement of an
SBC/Ameritech incumbent LEC.

18.  OSS Discounts. Until SBC/Ameritech has developed and deployed OSS options
for pre-ordering and ordering xDSL and other Advanced Services components in satisfaction of
Subparagraph 14c of these Conditions and the EDI interface specified in that Subparagraph is
used by the separate Advanced Services affiliate for pre-ordering and ordering a substantial
majority (i.e., at least 75 percent of pre-order inquiries and at least 75 percent of orders) of the
Advanced Services components the separate Advanced Services affiliate uses in the relevant
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appropriate terms in interconnection agreements with telecommunications carriers, a
discount of 25 percent from the recurring and nonrecurring charges (including 25 percent from
the Surrogate Line Sharing Charges, if applicable) that otherwise would be applicable for
unbundled local loops used to provide Advanced Services in the same relevant geographic area.

a. Such discounts shall not apply retroactively to charges incurred prior to
the effective date of the discounts, but will apply to charges incurred after the effective date of
the discount for both (i) recurring charges for qualifying loops in-service, and (ii) recurring and
non-recurring charges for new installations of qualifying loops. By way of example, if the
Surrogate Line Sharing Charges are $8.00/month, the charge would be discounted to
$6.00/month in areas where this OSS discount is applicable. SBC/Ameritech may provide
promotional discounts through credits, true-ups, or other billing mechanisms, provided, however,
that such credits, true-ups or other mechanisms are applied within 60 days of the initial billing
for the service. To obtain such discounts, a telecommunications carrier must provide written
notification to SBC/Amentech identifying the unbundled loops that it is using to provide an
Advanced Service.

b. Unaffiliated providers of Advanced Service that obtain OSS discounts on
unbundled local loops pursuant to this Paragraph shall, on a quarterly basis, certify to
SBC/Ameritech and the appropriate state commission that they are using all unbundled local
loops on which they are receiving the OSS discounts to provision an Advanced Service in
compliance with the provisions of this Paragraph. SBC/Ameritech shall have the right to hire, at
its own expense, an independent third-party auditor to perform all necessary audits and
inspections needed to assure that unbundled local loops provided under the OSS discount are
used in accordance with this Paragraph. Unaffiliated providers of Advanced Services that obtain
OSS discounts shall agree to cooperate in the performance of such audits and inspections. Audit
information shall be restricted to SBC/Ameritech regulatory, legal, and/or wholesale personnel,
and SBC/Ameritech shall prohibit those personnel from disclosing audit-related, customer-
specific or company-specific proprietary information to SBC/Ameritech retail personnel.

IV.  Access to Loop Information for Advanced Services

19.  In the SBC/Ameritech Service Area SBC/Ameritech shall provide unaffiliated
telecommunications carriers with nondiscriminatory access to the same local loop information
for the deployment of xDSL and Advanced Services that is available to SBC/Ameritech’s retail
operations, including the retail operations that will be part of the separate Advanced Services
affiliate(s) described in Section L.

20.  Without regard to the local loop information for the deployment of xDSL and
Advanced Services that is available to SBC/Ameritech’s retail operations, SBC/Ameritech shall
provide unaffiliated telecommunications carriers the following local loop information for the
deployment of xDSL and Advanced Services in the SBC/Ameritech Service Area:

a. SBC/Ameritech shall provide unaffiliated telecommunications carriers

with nondiscriminatory, electronic pre-order OSS access to the theoretical loop length on an
individual address basis (e.g., whether the loop length is approximately 12,000 feet or less from
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the customer premise to the central office; between 12,000 and 17,500 feet from the customer
premise to the central office; or greater than 17,500 feet from the customer premise to the central
office). This information shall be made available not later than the Merger Closing Date in the
SBC/Ameritech Service Area within all SBC States, except for Connecticut and Nevada. In the
SBC/Ameritech Service Area within Connecticut, it shall be made available by no later than 22
months after the Merger Closing Date, and in the SBC/Ameritech Service Area within Nevada it
shall be made available no later than 180 days after it 1s made available in the SBC/Ameritech
Service Area within California. This information shall be made available in the SBC/Ameritech
Service Area within all Ameritech States no later than 22 months after the Merger Closing Date.

b. SBC/Ameritech shall provide unaffiliated telecommunications carriers
with nondiscriminatory, electronic pre-order Internet access to the theoretical loop length based
upon a zip code of end users in a wire center (e.g., how many end users’ loops are approximately
12,000 feet or less from the customer premise to the central office; between 12,000 and 17,500
feet from the customer premise to the central office; or greater than 17,500 feet from the
customer premise to the central office within a zip code). This information shall be made
available at no additional charge, beginning 12 months after the Merger Closing Date, in the
SBC/Ameritech Service Area.

c. SBC/Ameritech shall provide unaffiliated telecommunications carriers in
the SBC/Ameritech Service Area with nondiscriminatory access to loop make-up information
regarding the capability of loops to support Advanced Services, whether such access is available
by electronic or manual means. Loop make-up information is the information contained on an
individual loop (i.e., a single loop to a specific address) record, which typically contains: (1) the
actual loop length; (2) the length by gauge; and (3) the presence of repeaters, load coils, or
bridged taps; and may include, if noted on the individual loop record, (4) the approximate
location and number of bridged taps and load coils, (5) the number of load coils and repeaters,
(6) the presence of pair-gain devices, digital loop carrier, or digital added main lines, and (7) the
presence of disturbers in the same or adjacent binder groups. Within 90 days of the Merger
Closing Date SBC/Ameritech shall provide the loop make-up information that is available in
SBC/Ameritech’s records in response to an address-specific written request from a
telecommunications carrier or from SBC/Ameritech’s separate Advanced Services affiliate(s)
described in Section I. SBC/Ameritech may provide nondiscriminatory access to loop make-up
information manually, in which case the response time to a written request may reflect the
manual effort that may be required to retrieve loop make-up information. A written request for
loop make-up information shall specify, on an individual address basis, precisely what loop
make-up information (from the list above) is desired. A request for all loop make-up information
on all loops at all addresses within a state, city, county, municipality, zip code, or wire center
would not satisfy this requirement. SBC/Ameritech shall be permitted to price the provision of
loop make-up information to recover from telecommunications carriers SBC/Ameritech’s actual
costs, on a time and materials basis, for providing loop make-up information, since the
furnishing of this information is not the provision of a UNE. If SBC/Ameritech provides loop
make-up information through an electronic means in the SBC/Ameritech Service Area within
any State, then SBC/Ameritech shall not be required to provide the same loop make-up
information through a manual means in the SBC/Ameritech Service Area within that State.
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V. Loop Conditioning Charges and Cost Studies

21.  No later than 180 days after the Merger Closing Date, SBC/Ameritech shall file
cost studies and proposed rates for conditioning xDSL loops in the SBC/Ameritech Service Area
within each SBC/Ameritech State that has not already started or completed cost proceedings for
these services. SBC/Ameritech’s cost studies and proposed rates shall be prepared in compliance
with the methodology set forth in the Commission’s and the relevant state commission’s pricing
rules for UNEs. The cost-based rates resulting from these proceedings shall be effective in that
state.

V1. Nondiscriminatory Rollout of xXDSL Services

22.  SBC/Ameritech shall take the following steps to ensure that its deployment of
xDSL services (viewed on an aggregated basis without regard to the entity through which
SBC/Ameritech provides those services) in the SBC/Ameritech Service Area is not
discriminatory:

a. In consultation with the relevant state commission, if the state commission
chooses to engage in such consultation, SBC/Ameritech shall within 90 days of the Merger
Closing Date reasonably classify all SBC/Ameritech wire centers as either urban or rural wire
centers for purposes of this Paragraph.

b. SBC/Ameritech shall identify the 10 percent of urban wire centers within
the SBC/Ameritech Service Area in each SBC/Ameritech State that have the greatest number of
low-income subscribers, as estimated by using the latest available census data (*Low Income
Urban Pool”). By the time SBC/Ameritech has deployed xDSL in at least 20 urban wire centers
in a particular State, and for at least 36 months thereafter, at least 10 percent of the urban wire
centers in which SBC/Ameritech deploy xDSL in that State shall be wire centers from the Low
Income Urban Pool.

C. SBC/Ameritech shall identify the 10 percent of rural wire centers within
the SBC/Ameritech Service Area in each SBC/Ameritech State that have the greatest number of
low-income subscribers, as estimated by using the latest available census data (“Low Income
Rural Pool”). By the time SBC/Ameritech has deployed xDSL in at least 20 rural wire centers in
a particular State, and for at least 36 months thereafier, at least 10 percent of the rural wire
centers in which SBC/Ameritech deploys xDSL in that State shall be wire centers from the Low
Income Rural Pool.
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